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ELLIOTT & ELLIOTT, P.A.

ATTORNEYSATLAW
721 OLIVE STREET
COLUMBIA, SOUTH CAROLINA 29205

selliotti@elliottlaw.us

Jan 24 05 05:16p

ScorTELUIOTT TELEPHONE (803) 771-0555
FAcSIMILE (803) 771-8010

January 24, 2005
VIA FACSIMILE, U.S. MAIL AND HAND DELIVERY
Charles Terreni
Chief Clerk of the Commission
SC Public Service Commission
P.O. Drawer 11649
Columbia, SC 29211

RE:  Bush River Utilities, Inc., Docket No. 2004-259-S
ioas, 519-§

Dear Mr. Terreni:

At the hearing with regard to the Bush River Utilities, Inc. rate application, the Commission
requested certain late-filed exhibits which are enclosed as follows:

Exhibit 4 Property Tax Calculations
Keith Parnell, President of Bush River Utilities has advised us that the calculation is as follows:
Property tax is calculated at 10.5% of appraised value on new plant of plus or minus 1.5 million
dollars. Three hundred mills are applied as the millage factor. 150,000 x 3 = $4500 just on the
improvements. The property tax shown in the filing exhibit is added to the $4,500.

Exhibit 5 Net Book Value of Lagoon
This is to advise that the lagoon is fully depreciated.

Exhibit 6 Plant and Equipment Depreciation Schedules

1. The Design of Municipal Wastewater Treatment Plants, Volume I, pages 24, 69, 137, 141
Correspondence from Interstate Utility Sales, Inc. to Ken Pamell dated January 19, 2005,

pages | and 2
3. Correspondence from Combs & Associates, Inc. to HPG, Consulting Engineers dated

January 19, 2005, page 1.
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Exhibit14  NARUC Guidelines, Public Utility Depreciation Practices
1. Online advertisement for the Public Utility Depreciation Practices (August 1996)

Please accept this correspondence as the late-filed exhibits requested at the hearing. If you or the
ORS staff have questions, or I can be of further assistance, please feel free to contact me.

Sincerely,
Elliott & Elliott, P.!“:v
Scott Elliott

SE/amb

Encl.

cc:  Florence Belser, Esquire

Benjamin P. Mustian, Esquire
David Butler, Esquire
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i activities deseribed in Tabje 2.1 represent what may be termed the classical !
i architect/ongineer approach With this approach vendor-fumished equipment
J )§ procured according 1o performance of Preseriplive equipment specificas
j;' tions through contracrors who are bidding from Plans and specifications
i prepared by a consulting engineer. :
f : Al funding and ownership of facilities post with the owner in the classical .'
i I] urchitect/engineer approach. The owner may ajso elect 1o procyre program  agmg {
administrative, design, and constryetion management scrvices in complicated :
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In a tumkey approach, the owner cannot escape the risks assaciated with
changing regulations and wastewater variability. Legai coynsef should be
sought carly and used throughoat the preparation of tuenkey contracts, Con- :
Rlict in twenkey projects resulis nuost often from the owner's faijure to define ]
clearly tho expectations in terms of performance and qQuality of goods and ser-
vices. o
L Privatization, the involvement of nonpublic and enltepreneurial interests
4 in project development and System operation, provides another option for
v pracurement of project needs. In the mast comprehensive of three general al-
temative approaches (o privatization, the private enterprise provides alf re-
quired enginsering, construction, funding, and operationsl services. These
are covered by contractual arrangements between the municipal owner and
the developer as to specific responsibilities and remuneration. This approach
would critically depend on existence of favorable federal tax incentives for
the developer. Such incentives do not presently exist. As another option, a
municipality could design, build, and sell the facility or eater into a sale or
leaseback agreement with a private corporation. As the third approach in-
volves more limited private sector participation, private sector operaling ser-
vices may be obtained for a facility designed and built by the municipality or
municipa| agency.

SPECIFICATIONS. Two gemeral types of specifications are used 10
PR procure goods and srvices for coustruction of a municipal project under any
[ i procurement option: the prescriptive and the perfomiance specification,
g
|
|

il 24 Design of Municipal Waste water Treatment Plants
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m:‘ation also suggests that even the perfact design will not perform adequately
without informed operation and responsible administration and, most impor-
tanitly, reliable solids disposal based an the daily needs of the plant.

ECILI TY DESIGN REQUIREMENTS

A design may be functionally correct but fall shot of expectations if it fails
to account for start-up conditions, potential future expansion of the plant, the
convenience and safety of the plant employees, and the plant’s impacts on its
surroundings.

PRESENT AND FUTURE DESIGN REQUIREMENTS. Reasonably ac-
comeodating the needs during the initial years of plant opefation nust be
properly balanced with those of the future. In most cases, completely accom-
modating the objectives of any part of this time span will compromise those
of another part. Experience has proved that the dasign should primarily ac-
commodate the design year projecied conditions, with allowances for (1)
proper operation when loading conditions may be significantty less than
design year loadings and (2) expansion or rehabilitation to handle loadings
reasonably anticipated bayond the design year. Achieving the proper balance
between the design period and the future sometimes creates » dilemma. In
many cases, disregard for the future beyond the design year has resulted in
abandonment of the original facility at great cost to the community. In other
cases, an overly intensive design focus on an uncertain future beyond the
desigh period has resulted in facilities with operations, maintenance, or per-
forrhance shortcomings during the design period.

Because the reliability of loading projections declines as the time span of
the projection increases, a facility process or layout commitment to an uncer-
tain distant future deserves carcful scrutiny if it woald significantly com-
promise systém operation during the fiest 15 to 20 years after start-up. As
another consideration that reduces the reliability of commitments to the fu-
ture, future changes in regulatory requirements or treatment technologies
could invalidate assumptions undestying the future commitment. Noncths-
less, the design of any ireatment works should consider the likelihood that
most plants will eventually be rehabilitated, upgraded, or expanded, rogard-
less of the design period of the anticipated service lives of plant facilities,
Recognition and reasonable sccommodation of inevitable change and replace-
meat is a key responsibility of the owner and the design engineer. With
prudence and foresight, future plant modifications can be made easily and
economically. Table 3.3* summarizes considerations involved in planning
for the futare beyond the design period. Chapters 4, 5,7,and 8 provide addi-
tional relevant information.

Principles of lﬁtagm&d Facility Design 69
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. ; TOCesses angd operations varies great]
fme and because L!'nerc 4re inaumerable combinationg possible, dura must be availagie fo)r,
state cach prospective Teatment operation or process ¢onsiderad.

con- The main encrgy sources are (] ) electric power, (2) tither natura]
and (3) diesel fuel or gasoline. Electric power is ys,

£ this heam?g gnd is used gs a fus) sourge for standby :ngne-ynemtam.n%i:zld;f;s‘::
Q) :;:-sz;e is usdcd sixl;\cilnl{‘/ for standby engine-generators and for vehicle fuel, Puticular

0 neecs to be paid to the electrical o ; ici
structure used by utillijdes. FEFBY fots because of the Fomplex pricing

 pact Elecrrical energy charges are commonly assessed based u energy us :
wr:wn factor charges, und demand charges. Power fuctor Cherges arpcotoncegs ::r' ﬁ?::;
when huva’ng .la:gr. elecric-motor driven equipment, The demand churges are assessad by
sment the uul.uy companics when they commit sufficiens POwer-generating capacity to meet
small the entire demands of the reatment sysem. Peak power use for as fittle ag 15 minutes
from micy em_bﬁsh 2 demand charge for up to 12 months. Demsnd charges can be reduced
tiques 10 some instances by providing power-generating capability at the wentment plant, The
arscas Tecovery and use of digester gas for meetng energy needs and reducing demand is one
sment cxampl:_of how both user charges and demand Charges can be reduced with resulting
Hocts COSt savings o the trearment plant (see Fig. 4-2). Digester pas use is discussed in

more detail in Chap. 12. As pact of &n energy cosc evaluation, a sensitivity analysis
should be considered to ussess the impacts of fuwre changes in energy costs on the

nsider ' overall cost of operation for the weatment facilities.

s skills

seople

highly ' 4-5 IMPLEMENTATION OF

ded to : WASTEWATER MANAGEMENT PROGRAMS

duated ' A program for the implementation of a wastewater freatment project has several major

as snd . steps, usually consisting of (1) facilites planning, (2) design, (3) value engineesing,
_ (4) construetion, and (5) startup and operation. Most major projects having a construc-

onteols tion cost over $10 million follow all steps. Smaller projects (less than $10 million)

is can may not include the value-engineering step, although some simplified form of value

wevet, engineering is highly desirable.

ces of

: ;htfﬁd Facilities Planning

ks

Jevels A fucilities plen is a document established 1o analyze systematically the technical,

¢conomic, environmental, and finaneial fictors necessary 1o select a cost-effective
Wastewater management plan. The facilities plan itself may include an vnvironmental

mpuion. | “npact assessment; on major projects, the environmental assessment is ugually a
$ have R S¢parute document. The scope of the facilities plan includes (1) defining the problem:
© tewater (2) identifying design year needs (usually at least 20 years); (3) defining, develaping ewtt——

ad analyzing alternative reatment and disposal systems; (4) selecting a plan; and (5)
outhining an implementation plan including financial arrengements and a schedule for
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; VEW Ihe contractor’s opersiion to easure conforms i
: (3) review conformance with the plany
and specifications; und (4) control chinge orders ang possible construction clzms

::::::::13, .cfgmeering. permilting, financing, construction, and stactup operations ot"
! wastewater Management program, Program munagement is ofien used in ve,
WIEE Projects or projects that are privatized (see Sec. 4.6). ' Y

Startup and Operations

St')mc of the grmcnpal concerns in wastewsier engineering relate to the starwp, oper-
auou, and maintenance of treatment plants. The ¢hallenges facing the design cn,girt):cr
and ‘h‘f freatuent plant operator include the following; (1) providing operating, and
Maungining 4 weatment plaat that consistently meets its pcrt‘ormazw'e require:;enm'

’

(2) Ianaging operation and maintensnce costs withil the required performance levels;
- B )

operating personnel. Theretore, the design has 10 be done with the operations in mind
and tfsa plant has to be operated in accordance with the design concept, One of %h:;
prmcnpaAl Wwols used for plant SIATRp, operation, and maintenance is the operations
and mainwnance (O&M) manual, The purpose of un Q&M manﬁa! is 10 provide
!{cauxlxcnt System personnel with the proper understanding of recommended operating
tccfmuc!ucs and procedures, and the references necessary o efficientdy operate and
amtain their facilities, The design engineer usually has the Jead fesponsibility in
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INTERSTATE UTILITY SALES, INC.

6831-B FAIRVIEW ROAD » CHARLOTIE, NC « 28210
TELEPHONE (704) 3671970 « FAX (704) 367-1600

SALeS
January 19, 2005

Mr. Ken Parnel

HPG

1436 Sunset Blvd

West Columbia, SC 29106

Re: Plant Life
Mr, Parel!:

Your question regarding the expected life of a plant involves two factors: continually
changing regnlation and equiprment wear,

Regulation

Plarxs are affccted by changes in regulation to the point that a small plant may be
obsolete long before the plant-wears out. Increasingly tighter effluent regulations will
require changes in processes and/or addition to the processes 10 accomplish previcusly
unidentified permit requirements. In the Charleston area, a recent regulatory requirement
for permitting based on the Ultimate Oxygen Demand was fought in coust to stop
implomentation. If the new regulation comes into force, all major plants affecting the
Charleston Harbor will require major improvements to himit nutrient discharges. Current
nutrient limits are expected to change in the next five years including a tighter limit on
nitrogen and phosphorous based on similar actions teken in other states.

Plant Weer

Plants wear due to the harsh environment and constant duty service. Internals in plants
will require replacement. Manufacturers suggest a fypical twenty year life is the best
cstimate of plant life expectancy. Some internal components such as polymer based
diffusers have a life expecrancy of 5-7 years hefore major replacement. Submersible
pumps used in plants have a lifc expectancy of five to seven years. While the steel or
concrete structure may last longer than twenty years if properly maintained, the internals
of & plant will require replacement before twenty years.
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Industry Standard Life Cycle Cost Analysis and Financing

When a life cycle analysis for a plant is required in the bid document to verify the true
cost of & plant, the analysis is based on a twanty year life. The life span is required in bid
documents prepared by the nation's largest engineering firms and wtilities in the country.
The Dorchester Couaty WWTP Upgrade Evaluation was completed on a twenty year
basis. for cogt analysis. When plants are financed, typically a tweaty year term is used as
the basis for financing since it is the industry standard and the barrowers do not feel
comfortable cxrending the term past twenty years,

In summary, the industry standard life for a wastewater reatment plant is twenty years,
Please call with questions or comments,

Sincerely,

S o
im Stanton

2'd
bB/€8 Ivd

Interstate Utility Sales, Inc.

6849 648 €PB
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Combs & Associates, Inc.
Post Office Box 32185 Charlortte, North Carolina 28232-2185

(704) 374-0450 « Fax (704) 375-6618
tonycombs@combs~associates.com

January 19, 2005

HPG, Consulting Engineers
Attention: Mr. Ken Parnell
1432 Sunset Bivd.

West Columbia, SC 29169
Telephone  803-730.2888
Telsfax 803-738-2277

Re:  Bush River Wastewater Treatment Plant
Equipment Design Life Analysis

Dear Mr. Pamsili:

We represent the wastewater treatment plant equipment that you have drawn and specified for
the Bush River Wastewater Treatment Plant. | would like to confirm that a twenty-year design
life is our industry standard for this equipment. Consideration of a design fife of aver twenty
years for this equipment is unreasonable..

| earned a Bachelor of Science and a Master Degree in Civil Engineering from North Caralina
te University. |am a Registered Professional Engineer in North Caralina. | have been

Involved in water and wastewater equipment design and sales in the Carolinas constantly since

1976. My company's water and wastewater treatment equipment sales vary from ten to twenty

million doliars per year.

Cost effective svaluations of equipment designs using this type of wastewaterqxzeatment'
equipment use a twenty-year design life. Present worth analysis using this type of wastewater
treatment equipment aiong with its power consumption and maintenance cost use ten fo twenty

year life,
I work with numerous water and wastewater consulting engineering fims in the éhrolinas who
constantly analyze equipmant in their selection of products for water and wastewater treatment

plants. | have never been involved irra cost analysis that used aver twenty years for the design
life of wastewater treatment plant equipment.

Please contact me if | can be of further assistance.

Sincerely,

Anthony R. Combs, PE
President
Combs & Associates, inc.

T LR strme o
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¥ Your shopping basket is currently empty

To purchase, select a quantity and click "Add to My Shopping Basket" Please select a Store Location 3

Public Utility Depreciation Practices (August 1996)

Non Member Price: $72.00 Quantity: 1 3% Add to My Shopping Basket
Member Price: $72.00
item Description:

The purpose of this manual is to present background material and operating practices for the determination of depreciation
of public utility property for regulatory purposes. The information contained in the manual was compiled by the NARUC's
Staff Subcommittee on Depreciation with the intended purpose of presenting current practices and methods of determining
depreciation and to update the previous edition. The publication begins with a discussion of the history of depreciation
noting significant court decisions, regulatory statutes and practices regarding depreciation. It also includes background
material sufficient for an understanding of depreciation practices. The manual also describes early depreciation
methodologies and jurisdiction over depreciation practices. The remainder of the manual describes in great detail the many
variables to be considered in determining depreciation including current concepts of depreciation, accounting for plant
assets, general depreciation accounting, computing depreciation, mortality concepts, tumover and simulation analyses,

- actuarial life analyses, the "generation arrangement”, the life span method, estimating salvage and cost of removal, equal
life group depreciation rates, theoretical reserve studies, and the effects of expensing on a utility's performance. 345 pages

Includes 20% Shipping Cost

Shipping/Tax Description:
Includes 20% Shipping Cost

http://www.naruc.org/storelistitem.cfm?itemnumber=47 11239008



